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CERTIFIED PUBLIC ACUOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Members of the City Council:

We have audited the accompanying financial statements of the governmental aclivilies, the business type
activities, sach maijor fund and the aggregate remaining fund information of the City of Waukon, lowa, as of
and for the year ended June 30, 2007, which collectively comprise the City's basic financial statements
listed in the table of contenis. These financial statements are the responsibility of the City of Waukon's
management. Qur responsibility is to exprass opinions on these financial statements based on our audil.

We conducted our audit in accordance with U.S. generally accepted auditing standards, and the standards
applicable to financial audils contained in Govemment Auditing Standards issued by the Comptrolisr
General of the United Siates. Those standards require that we plan and perform the audit {o obtain
reasonable assurance about whether the financial stalements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporiing the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principies used and significant estimates
made by management, as well as evaluating the overall financial statement presantation. We believe that
our audit provides a reasonable hasis for our opinions.

As described in note 1, these financial statementis were prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than U.S. generally accepted
accounting principles,

The financial stalements referred {o above include the primary government of the City of Waukon, which
consisis of all funds, organizations, institutions, agencies, depariments and offices that comprise the City's
iegal entity. The financial statements do not include financial data for the Cily’s legally separate component
units, which U.8. generally accepted accounting principles require {¢ be reported with the financial data of
the City’s primary govemnment. As a result, the primary government financlal stalements do not purport lo,
and do not, present fairly the cash basis financial position of the reporting entity of the City of Waukoen as
of June 30, 2007, and the changes in its cash basis financial position for the year then ended in conformity
with the basis of accounting described in note 1.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective cash basis financial position of the governmental acliviliss, the business typs activities, each
major fund and the aggregate remaining fund information for the primary government of the City of Waukon
as of June 30, 2007, and the respective changes in cash basis financial pesition for the year then ended in
conformity with the basis of accounting described in note 1.

51 W, Water St/ Box 403 » Decorah, FA 52100 « 583-382-8471 « Fax 563-382-8473 « hagenkallevang @ netins niet

19 Ist Ave. NW./ Box 139 » Waukon, 1A 52172 » 363-368.-4567 « Fax 563-508-4589 = hagenkallevang @netins.net



In accordance with Government Auditing Standards, we have also issued our report dated February 27,
2008 on our consideration of the City's internal control over financial reporting and our tests of its
compliance with certain provisions of faws, regulations, contracis and grant agreements and other maiters.
The purpose of thal report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing and not to provide an opinion on internal control over
financial reporting or compliance. That reportis an inlegral part of an audit performed in accordance with
Govemment Auditing Standards and should be considered in assessing the results of our audit.

Management’'s Discussion and Analysis and budgetary comparison information on pages 4 through 11 and
27 and 28 are not required parts of the basic financial statements, but are supplementary information
reguired by the Governmental Accounting Standards Board. We applied certain limiled procedures, which
consisted principally of inguiries of management regarding the methods of measurement and presentation
of the required supplementary information. We did not audit the information and express no opinion on it

Cur audit was conducted for the purpose of forming opinions on the financial statemenis that coliectively
comprise the City's basic financial statements. We previcusly audited, in accordance with the standards
referred o in the second paragraph of this report, the financial statements for the three years ended June
30, 2008 {none of which are presented herein} and expressed ungualified opinions on those financial
statements which were prepared in conformity with an other comprehensive basis of accounting. Other
supplementary information included in Schedules 1 through 4 is presented for purposes of additional
analysie and is not a required part of the basic financial statements. Such information has been subjecied
fo the auditing procedures applied in our audit of the basic financial siatements and, in our opinion, is fairly
stated in all material respecis in relation to the basic financial sialements {aken as a whole.

February 27, 2008



MANAGEMENT'S DISCUSSION AND ANALYSIS

The City of Waukon provides this Managsment's Discussion and Analysis of its financial statements. This
narrative overview and analysis of the financlal activities is for the fiscal year ended June 30, 2007, We
encourage readers to consider this information in conjunction with the City's financial statements, which
follow,

2007 FINANCIAL HIGHLIGHTS

Receipts of the City’s governmental activilies decreased 181.2%, or approximately $5,140,800,
from fiscal 20086 to fiscal 2007, The receipt sources with major changes from the prior year are as

foliows:
increase

{Deacreasea)}
Taxes $ 148,000
Grants and coniributions 955 4060
Bond progesds 3,900,080
invesment earnings 25,100
Charges for services 132,700
Al others, net {18,4003

$ 5,140,800

Disbursements increased, 51.3%, or $1.884,800, in fiscal 2007 frbm fiscal 2006, The
disbursements with major changes from the prior year are as follows:

Public works $ 228,100
Health and social services {8,000)
Debt service 75,900
Capital projecis 1,588,700
All others, net 1,200
3 1,894,800

The City's {otal cash basis net assets decreased 82.1%, or approximately $2,351,200, from June
30, 2006 to June 30, 2007, Of this amount, the assets of the governmental activities decreased
approximately $2,237.900 and the assets of the business {ype aclivities increased by
approximately $113,300.



USING THIS ARKNUAL REPORT
The annual report consists of a series of financial statements and other information as follows:

Management's Discussion and Analysis infroduces the basic financial statements and provides an
analylical overview of the Cily’s financial activities.

The Government-wide Financial Statement consists of a Stalement of Aclivilies and Net Assets. This
statemeant provides information about the aclivities of the City as a whole and presenis an gverall view
of the City’s finances.

The Fund Financial Statements tell how governmental services were financed in the short term as
well as what remains for future spending. Fund financial siatemants report the Cily’s operations in
more detail than the governmeni-wide statement by providing information about the most significant
funds.

Noles to financial stalements provide additional information essential to a full understanding of the
data provided in the basic financial statemenis.

Required Supplementary Information further explains and supports the financial statements with a
comparison of the City’s budgst for the year,

Other Supplementary Information provides detailed information about the nonmajor governmental
funds and the indebtedness of the City.

Basis of Accounting

The City maintains ifs financial records on the basis of cash receipis and disbursements and the financial
statements of the City are prepared on that basis. The cash basis of accounting does not give effect in
accounts receivable, accounts payable and accrued items. Accordingly, the financial statemsnis do not
present financial poasition and results of operations of the funds in accordance with U.S. generally
accepied accounting principles. Therefore, when reviewing the financial information and discussion within
this annual report, the reader should keep in mind the limitations resulling from the use of he cash basis
of accounting.



REPORTING THE CITY’'S FINANCIAL ACTIVITIES
Government-wide Fingnoial Siatement

Cne of the most important questions asked about the City's finances is, “Is the City as 3 whole better off or
worse off as a result of the year's aclivilies?” The Statement of Activities and Net Assets reporis
informalion which helps answer this question. »

The Statement of Activities and Net Assels presents the City's net assets. Over time, increases or
decreases in the City's netl asssls may serve as 3 useful indicator of whether the financial position of the
City is improving or deteriorating.

The Statement of Activities and Net Asssats is divided into two kinds of activities:

¢ Governmental Activities include public safely, public works, heaith and social service, cuiture and
recreation, community and economic development, general government, debt service and capital
projects. Properly tax, state and federal grants, and debt procesds finance most of these
activities.

¢ Business-Type Activities include the watsrworks and the sanitary sewer system. These aclivities
are financed primarily by user charges.

Fund Financial Statements
The City has fwo kinds of funds:

1} Governmental funds account for most of the City’s basic services. These focus on how money
flows into and out of those funds, and the balances at year-end thal are availabie for spending.
The govermnmenial funds include: 1} the General Fund, 2} the Special Revenue Funds, such as
Road Use Tax and Urban Renewal Tax increment, 3) the Debt Service Fund, 4) the Capilal
Projects Fund and 5} the Permanent Fund. The governmenial fund financial statements provide a
detailed, short-term view of the Cily's general government aperations and the basic services it
provides. Governmental fund information heips determine whether there are more or fewer
financial resources that can be spent in the near fulure to finance the City’s programs.

The required financial statemenis for governmenial funds includs a statement of cash receipts,
dishursements and changses in cash balances.

2} Propriefary funds account for the City's Enterprise Funds. Enlerprise Funds are used to report
business-type activities. The City maintains two Enterprise Funds o provide separate information
for the waler and sewer funds, considerad 1o be major funds of the City.

The required financial statements for propristary funds include a stalement of cash receipts,
disbursements and changes in cash balances.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financial position. The analysis that follows

focuses on the changes in cash balances for governmenial activities.

Recaipts and transfers:
Program raceipts:
Charges for service

Operating grants, contributions and restricled interest

Capital grants, contributions and restricted interest
prai g

General receipts:
Proparty tax
Locai option sales tax
Grants and contributions not restricted
to specific purposas
Unresiricied investment earmings
Loan proceeds
Other general receipls
Transfers, net
Total raceipts and transfers
Disbursements:
Public safety
Public works
Health and social services
Culture and recreation
Communily and economin development
General government
Debt service
Capital projects
Transfers,net
Total dishursements

incraase {decrease) in cash basis net assets
Cash basis net asseis beginning of year

Cash basis net assets end of year

Year ended June 30,

2007 2008 2005 2004
3 524,136 3 381426 § 400086 § 415197
388,964 402,493 4047 980 414,108
1,191,212 223,318 115,085 77,153
1,414,808 1,332,086 1,474,831 1,437,836
320,204 257,002 285,868 264,650
88,480 64,305 32,878 21,886
3,800,000 - 1,420.000 500,000
- 7,500 27,866 27,545
- 10,880 14,876 5,861
7RZ9785  Z26BLUO0E 4186350  3,1658344
434,797 433,837 363,429 536,818
778,560 550,421 544 427 485,949
- 8,000 8,000 5,000
420,223 422,883 365,044 384617
48,348 44,268 44,704 60,595
241,774 246,845 221,971 220,088
452,908 I77 336 275,081 737,850
3,206,538 1,607,830 1,470,751 708,058
7,751 - - -
5,501,809 3687021 3,285,307 3114071
2,237,888 (1,008,021} 891,043 51273
1,640,412 2657433  1,768380 1715117
53887298 51049412 $2657433 §1.766,380




Raceipts by Source
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The City's tolal receipts for governmental activilies increased by $§5,140,800, which reflects an increase

dug o stale and local grants, bond proceeds, and contributions. The total cost of all programs and

services increased by approximately $1,894,200 dus to capital project costs.

Changes in Cash Basis Net Assseis of Business Type Aclivities
Year ended June 30,
2007 2006 2005 2004
Recaipts and fransfers:
Program raceipts:
Charges for service
Water $ 383340 T 384,801 § 381870 § 387429
Sewer : 377,673 380,585 355,318 346,257
General raceints:
Urresiricted investment earnings 13,342 7,806 5,483 3,810
Other general receiptis - - 46,185 87,154
Transfers. nat 7.7581 - - -
Toial receipts and transfers 782,121 783,002 788,834 804,750
Disbursements and transfers:
Water 285 844 344239 330,143 317,016
Sewear 282,891 320,819 393,827 274,448
Transfers, nat : ' - 10,890 11,878 Q.861
Total disbursemants and transfers 858,835 675,748 735,346 801,336
Increase in cash basis net assels 113,286 117.254 53,488 203,424
Cash basis net assets beginning of year 1,218786 1,088,532 1045044 841,820
Cash basis net assets end of year $1.320072 %1.,215788 $1,088532 51,045,044

Total business fype activities receipts and fransfers for the fiscal year were §782,121 compared o
$793,002 last year. The decrease was due primarily (o a decreass in consumption charges. The cash
halance increased $113,2868. Total disbursements and transfers for the fiscal year decreased by 1.0% 1©
a tolal of $688,835.

INDIVIDUAL MAJOR GOVERNMENTAL FUND ANALYSIS

As the City of Waukon completad this vear, iis governmental funds reported a combined fund balance of |
$3,887,288, an increase of $2,237,888 from last year's tolal of $1,848,412. The {ollowing are the major
reasons for the changes in fund balances of the major funds from the prior year.

s The General Fund cash balance decreased $247 in 2007 compared 1o the prior year of $388,284. The
cash balance at vear end was §389,087.

s The Road Use Tax Fund cash balance decreased $95,143 from the prior year to $168,237 dus to
purchase of capital eguipment.

= The Urban Renewal Tax Incrament Fund cash balance decreased by 584,698 from the prior year to
$145,823. These funds were used for various projects within the urban renewal arsa district.

¢ The Local Oplion Sales Tax Fund was established upon approval of a referendum imposing a 1% local
option sales and service lax for reconstruction/repair/replacement of existing sireets and curbs, storm
sewers, sanitary sewers, waler mains and other sfructures that relate to stresis. Al the end of the
iscal year the cash balance was $512,627. The cily used proceeds from this fund for straet
improvements this year.

» The Debt Service Fund cash balance at year end was $80,116.

8-



¢ The S.E. Urban Renewal Project Fund was ssiablished as a capital project fund for projecis within the
urban renewal area. Funds are transferred info this fund from the Urban Renewal Tax Increment Fund
to pay the cost of the project. The current project was completed during the year,

¢ The Welliness Center Fund was established as a capilal project fund for the construction of a weliness

and recrestional facility including a senior citizen center. The cash balance at year end was
$2,023,084.

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

The Water Fund cash balance increased by $5,624 1o $587 948, Receipts totaling $389,755 for 2007
which had decreased by $9,027 compared to last year's inial.

The Sewer Fund cash balance increased by $107,662 10 §761,123, due {o a decrease in disbursements
this fiscal year over the prior year. Receipts totaling $384,815 for 2007 which was less by $8,608
compared to Iast years folal,

BUDGETARY HIGHLIGHTS

The City of Waukon expended $3,208,538 for capital projects this fiscal year. The projects included a
street light project in the Industrial Park, construction of Wellness Cenler and various street improvements.

DEBT ADMINISTRATION

At dune 30, 2007, the City had approximately 85,786,251 in bonds and other long term debt, compared to
approximately §2,202,078 from last year.

Outstanding Debt at Year-End

Yeoar ended June 30,

007 2006 2005 2004
General obligation honds $55374,701 $1,790,898 $1.880,000 $ 525000
Revenue notes - 100,000 180,000 275,000
Urban renewal lax increment financing revenue honds 211 590 311,178 431,833 548,401
Tolal $5780201 82202078 $2511,633 $1,348401

The Constitution of the State of lows limits the amount of general obiigation debt cities can issue to 5% of
the sssessed value of all taxable property within the City's corporate limits, The City's ouistanding general
obligation debt of $5,574,7C1 is below ifs consiitutional debl limit of $7,668,874.

40~



ECONOMIC FACTORS AND NEXY YEAR’'S BUDGETS AND RATES

The City of Waukon appropriated $6,121,576 in the budgel for the fiscal year 2008. The Weliness Center
construction profect will be completed this fiscal year and the Center opened {0 the public for use in
November 2007. The Cily of Waukon's Capital Improvements projects consists of various projects which
were financed from the saile of $400,000 General Obligation Corporate Purpose Bonds in June 2007, The
projects yel to be completed are siorm sewer, water line extension and manhole refurbishment. This work
will commence in the Spring of 2008,

CONTACTING THE CITY'S FINANCIAL MARNAGEMENT
This financial report is designed to provide our citizens, taxpavers, cusiomers, and creditors with a general
overview of the City's finances and to show the City's accountability for the money it receives. if you have

questions about this report or need additional financial information, contact Diane Sweeney, City Clark,
City of Waukon, 101 Allamakes Strest, Waukon, 1A 52172 (563-568-3482}.

41~



BASIC FINANCIAL STATEMENTS



TRIUSIIRIES RIBURLY 0} 5910 BeS

026 DL2G8 2206881 5 G65489F $ SIOSSE 1BU SISEN YSeD 1y |
[FdelA S bREEYL L LE0'R8E RSIUNRSAHIN
LWZ'eiL'E - LO7°8LL'E sosodingd 18U
PriaRee]d #R0'e8t - SUAIBS 1500
£E'GYL - £28'Shi Sesodind [Basuss LRGN
AR L S $  se2'eny ¢ ST
PBIINISOY

SISSSY 18N SiSeg 4sen

Q9268 22062874 % §627489C % J294 40 DLS SIRSSE 1B SISRG USRS
8615087 90s'G1L2't ZIYERPYL seak 1o Buunbsg S199SE JoU Sigeg UseD
21582 [£:: 78N i W AWARA SjoEER U s15e0 uses u aluey)
GLRICLG L8012 ZLULS SIBBUER pue sidedel Bual Yoy
- 16472 (3524} SI0/5UL |
400’006 - GOO'N08' spesn0id puas
208 T4 PR 09 68 SHIBULSBAUL UG 1SB501UI DRIOHSEIUNY

2 TA A - ¥OT'02E XE] 525 UOIKRID 00}
8zLich - BELLEL QoPIBS 98]

RS 2 - LBGESY FRESURLIL TUADIM ¥R}
G118 “ 034188 SESOMN RIDUSE)

30; patasy ¥y AundOid
SIISS8Y B8USS

(Cro'oNc’s)  €61°28 (90R'94v°E) zZiZigit g a6 885 S ¥31'GeZ' LS (rg6zsr'el § €104,

€6 26 D) - - - 970182 {Sea §99) fioe di} ssausng jepng

BRL YD "LV - - - 649°248 {158'282; fonag

{sas'e) {265°2) - - - GYC'EEE {8 'eec) SO1ERA
saaoe 3dL) saasng

(9o 9AY'e) - 19eR'8T L) FAYAL TN 36 80F gt ¥2§ {391 ¥55'G}H sBRTR EusLaussh oy

§99.°£00'2) - {00200} 2ieart - Le52 {608'308 e} spoaind eudeg

{one 2pe} - {gpuzPr} - - 0ZS0LE {90826+ 3NAIES 1930

{£18°002) - {g1ew0e) - - 196" 2% {4e2'392) SIUBADE RIBUD

{2pCi6H} - {20060} - - Z {6rr st} TUBMIOIBABE SRENLODS PUE APUNILIC)

{500°162 . {550"152} - CTE‘GE YEEs {£z2'02y) UCHBRIDE] PUE RUIIND

- - - ~ - - ~ SBUMIQS [BROS PUE YIEB}H

{cor'a0e} - {S0e'602} - BEZYPC 858'vEE {0eG'8L4) SRIOM DN

{go1'siv} 5 - ¢ {omi‘giy) ¢ - 5 £p0'9 3 sRiet % {sreyd & fipjes syang
SSUHAROY [RIBUILRALD

mmuwnmci\.mcouuc:u
i a R SBPANDY SIHALTY ISSIBRY PBNUNASSY SRuEN DRSSy SIMAIEG SHIBISSINASICE
wmm& SEIUISNG ISRQUNILBA0E) puR .mcounmEceO pue “mﬁmnzﬂzzou 33 w@mhmzqu
‘RIS BRdRD Sreessy Bunessdo
S}OSSY 1ON SISER USED) Ul SABUEUT) Qe wWetboid

PR Sylessy {SIUSWRRITKGSICH e
D02 08 BUNf DOPUS JERA B J0] PUE JO Sy
GISVE HEYD - LGBV 13N ORY S UALLOY 40 INFWILVILS

PN A0 A LD




)MU“Y!

§62'208'C ¢ PAEDRG $ YROEIOZ § - § oL % 229718 ¢ cegovl ¢ AEZ90L 3 JEQ'6BE  §
ZIY'EYe'L 69£'GLE azT'eh - £69'L 255 4pE ZES'GET ORE 192 ¥87'68%
988 1622 GEQ'POT |ULZE'L . AR £90°494 {689'¥8} (CF1'6H) {2p8}
SrZ'ZER'S Z80'v2y S6¢'R9E'E S0Z'BBE 2L V0L (GEL'05L) {F19°146) {206'0Z1) LR 2PZ
(3:G'61¢'L) {p6L'6EL} {gz6'z0T) “ . {ggi'ast) {cas'208) {(808'CT L {8ze'oE}
STHLIYL k'L EZH 1AL SOEREC £L8'P0L - §96'582 - 690'842
000’008’ GO0 G0F Q00'005'C - . - - - -
{£9e'p59')} {22v'881) {ze8'eep'L)  (sou'g6El  {0B&'SH) FOZ0ZE GLE'982 59482 {gRo'are)
8yl pES'S BGY ¥R SY§'629'C GOZ'RBE Y8487 - GYY'5H £EL'5LE Q06205 ¢
885°00T°% £BL'EBE 6YR'6ZHT GOZ'C6E - - 982 - -
08T - - - g¥8° 192 - FEC'GHL - -
FE2VT gRY'EL - - ~ - - - 88Z'92Z
6ve'sy 18y - 000G - - - - SC9'66
eTZ0TY 9eg'L - - - - - - SaG'e0p
005’844 - - - - . - £ES'GLE LZ0°80F
LB PEY erLL - - - - - - FZURR Y
GRL'6TE'E ZEG'GTL ZLE 8L - B9 L¥E ¥07'078 196 20K B6E pEE OTEYST L
£BEOCL 258'p1 90 . . - - . 645'GL
£op's GG'2 - - - - - - %06
OpL'S8E - - - - - - ors'sez
Ze6'15Y'L - OEB'SH0L - - - - 86Z'vte AR
AN ALY 9664 §11'68 - 0ZG'0LE - - - 761801
LOC'LE - . - . - . . LOE L
LPOORE ATAAN - - FAL % PO HEE - - GHOEE
195°26Y - - - - - L9875t - -
Lig'ies % L0086 & - $ - $ gorszy ¢ - $ - $ - $ vrL %
Lt sSpung Jgjueny ﬁm.wokﬂm aspdas X} 83{eg SISO e | Xe} ieipuasy
{RJUSUILIBACS) SS3UHSAA iBMIUSY piatiiy] acuno fesany ALY UBUN a8y Peoy

1ofEuBon WO

uBRN TS

siuafoly jenden

SINBWISHNASIO "SLHRTTY HEVD 40 INSWILVLS

anusAay Breds

2007 °0¢ aung pspus sesk 8y 0] puB 3O 9y

SONME TYINIANHIADD
SITNYTIVE HIVD NESIONVYHD ONY

NORYA 40 ALID

AROA JO PUB SAGIEEG YSED
1204 30 BuuiBey s30uREg 4SES
SOGUBE] YSBD u 8BURYD Y8

{3850} ganos Bucuryy J1SUI0 [Bj0)
N0 siaysues Buesado
uf ssogsuen Bugesed
speeansd puog
{Sesn) sawunos Bupueuy sap0

SWSNSSINGSIP (3puUn} 190 B1di0a §0 55003

SIUBLGS MBI (€10}
sasford jpudeny
IDPURS 1B
BB ULLISAOD [RIBURD)
JUSLACIBASD DHUCUOE PUB ABUAWINT)
UGRBSIIDI PUE BININD
SABIAIRSG RIDOS DUE IBSH
SRIOM BHANG
Aejes oang
fBugesdsy
SUBUIBBINGSI

sycinas pin g
SNORUBHBBSHN
SJUBUISSEESR (B108dG
910198 a0 seliipyn
tyusunLsrnbey
Auadosd pue A8U0W Jo asy
Syusad pus SesUSNY
*8} 2 8GO
SUORATHOD TUIDUBUY JUSIISOM X8}
xe} Ausdoly

Gyednsoay



ivw‘»

‘SIUBMUSIE}S (BIOUBLY 0] SRY0U B9Q

Q62 488'C PIE'OES § PEOCZOE % - % OLL08 & LZ9TUS § 22950, 3 2E2'98t 4 260868 § saduZieq pUNY SiSeq Used [egjoy
R2'IY'Z Tye'cRE PRYEIY'Z - - - - - - pury soaford ppdes
6151 T0L Ze8'a61 - - - 2G2S £2e'5vi FRvA 1 - SPuUny AnuaAdl [enady
LEQ'8BE - - - - - - - 80688 DUty Rieue
POAIISDILN
9LL'0g - $ - § - $ 9ii'08 s - $ - $ - $ - kS BANALEE 109
DSAIISIN
SasUBeg PUl. SISeg yseD
oy SELN P 109044 BOIAIST X8| SHES WIBOEN K8 Xej Risten
PEIUBUAUBACE) BESHIDAA BaRUaY 19903 uond( g0 EMBUG LA 50} pROY
JofStUoN G0 YR TS
sj2al0sd jeuden BBADY {E0GES
L0070 BuUng DU ek BY) 40 DUR 10 BY
SANNS WINIRNGIADD
SHAONYIVE HEVYO NI SIONYHD ONY
SININISUNESIT "SLIZOTY HSYD 40 INIWBLYIS
MONNYM 40 ALD
[eads gy



Exhibit C

CITY OF WALUKON
RECONCILIATION OF THE STATEMENT OF CASH
RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALANCES
TG THE STATEMENT OF ACTIVITIES AND NET ASSETS -
GOVERNMENTAL FUNDS

As of and for the vear ended June 30, 2007

Total governmental funds cash balances {page 13} 5 3,887,208

Amounts reported for governmental aclivities in the Statement of Activities
and Net Assets are different because:

Not applicable .

Cash basis net assels of governmental activities {page 12) $ 3,887288

Net change in cash balances {page 13) § 2,237,888

Amounts reported for governmental activities in the Statement of Activities
and Net Assets are different because:

Not applicable -

Change in cash balance of governmental activities (page 12) $ 22378886

Ses nntes to financial statements.
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CITY OF WAUKON

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS AND CHANGES IN CASH BALANCES
PROPRIETARY FUNDS

As of and for the year ended June 30, 2007

Enterprise Funds

Water Sewer Total
Operating receipis:
Charges for service T 381802 & 374565 § 756487
Miscellansous 1,447 3,114 4 561
Total operating recsipts 383,349 377874 761,028
Operating disbursements:
Business iype activities 278 444 282,891 562,335
Total operating dishursements 278 444 282 891 562,335
Excess of operating receipts over
operating disbursements 103,905 94,788 198,683
Non-operating receipis {dishursements):
interest on investments 6,406 §,936 13,342
Debt servige {106,500} - {108,500}
Total non-operating receipts {disbursemenis} {100,094} §,838 {93,158}
Excess of receipts over disbursementis 3.811 101,724 105,53%
Transfers
Operating ransfers in : 166,521 8% 502 256,043
Cperating transfers out {164,708} {83,564) {248.272)
Total cther financing sources 1,813 5,838 7.751
Net change in cash balances 5,824 107 662 113,286
Cash balances beginning of year 562,325 853,461 1,215,786
Cash balances end of year $ 5587940 § 781,123 § 1.320,072
Cash Basis Fund Balances
Reserved for debt service $ 106880 § 79,228 $ 188,088
Unreserved 451,088 £81,885 1,142 984
Total cash basis fund balances $ 8879048 § 761,123 ¢ 1320072

See noles 1o financial slatements,
T



CITY OF WAUKON

RECONCILIATION OF THE STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

AND CHANGES IN CASH BALANCES
TO THE STATEMENT OF ACTIVITIES AND NET ASSETS -
PROPRIETARY FUNDS

As of and for the year ended June 30, 2007

Total enferprise funds cash balances (page 18)

Amopunts reported for business type activities in the Statement of
Activities and Net Assets are different because:

Not applicable
Cash basis net assets of business type activities {page 12)
Net change in cash balances {page 16}

Amounts reported for business type aclivities in the Stalement of
Activiies and Net Asseis are differenti because:

Not applicable

Change in cash balance of business iype activities {page 12}

See notes to financial statements.
17 -

$ 1,328,072

$ 1329072

$ 113,288

$ 113,286



CiTY OF WAUKON
NOTES TO FINANCIAL STATEMENTS

Year ended June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Waukon is a political subdivision of the State of lowa located in Allamakee County. it was first
incorporated in 1883 and operates under the Home Rule provisions of the Constitution of lowa. The City
operates under the Mayor-Council form of government with the Mavyor and Councll Members slected on a
nonpartisan basis. The City provides numerous services to cifizens inciuding public safely, public works,
health and social service, cuiture and recreation, community and economic development and general
government. The City also provides water and sewer utiliies for iis cilizens.

A. Reporing Entity

For financial reporting purposes, except as noted below, City of Waukon has included all funds,
organizations, agencies, boards, commissions and authorities. The City has also considered all
potential component units for which it s financially accountable, and other organizations for which
the nature and significance of their relationship with the Cily are such that exclusion would causs
the City's financial stalements to be misleading or incomplate. The Governmental Accounting
Standards Board has sei forth criteria o be considered in determining financial accountability.
These crilenia inciude appointing a voting majority of an organization's governing bady, and (1} the
ability of the City o impose its will on that organization or {2} the potential for the organization o
provide specific benefits to, or impose specific financial burdens on the City.

These financial statements present the City of Waukon {the primary government) and excludes all
component units. The component units discussed below are not included in the City's reporting
entity for various reasons although the operational or financial relationship with the City may or
may not be significant,

Excluded Component Units:

The Velerans Memorial Hospital, which was established under Chapter 382 of the Code of
fowa. The Hospital has the potential {o provide specific benefits o, or impose specific
burdens on the City, The Hospital is governed by an alected five-member board of trusiees.
The Hospital has been audited separaiely and the report is filed under separate cover. Ths
financial statements can be obtained from the Hospital's administrative office.

The Waukon Economic Development Corporation and Waukon Trees Forever, are non-
profit corporations but have the potential fo provide specific benefits to, or impose specific
burdens on the City.

- 18-



CITY OF WAUKON
NOTES TO FINANCIAL STATEMENTS

Year ended June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

A. Reporting Entily (continuead)

Jointly Governed Organizations - The City participates in several jointly governed organizations that
provide goods or services o the citizenry of the Cily but do not meet the criteria of a joint venture
since there is no ongoing financial interest or responsibility by the parlicipating governments. City
officials are members of the following boards and commissions: Allamakee County Economic
Development and Tourism Commission, Allamakee County Assessor's Conference Board, Uppser
Exploreriand Regional Housing Authority, Allamakee County Joint ES11 Service Board, Solid
Wasle 28E Commission, and Waukon Area Fire Proteclion Disirict (28E).

8. Basis of Preseniation

Government-wide Financial Statements — The Statement of Activities and Net Assets reports
information on all of the nonfiduciary activities of the City. For the most pard, the sffect of interfund
activily has been removed from this statement. Government activities, which are supported by tax and
intergovernmental revenues, are reported separately from business type activities, which rely to a
significant extent on fees and chargss for services.

The Statement of Activities and Net Assels presents the City's nonfiduciary net assels. Nel assels are
reporied in two categories:

Restricied net assets result when constraints placed on net assst use are either externally imposed or
imposed by law through constitutional provisions or enabling legislation.

Unrestricted net asseis consist of nel assets that do nol meet the definition of the preceding category.
Unrestricted net assets often have constraints on resources imposed by management, which can be
removed or modified.

The Statement of Activities and Net Assets demonsirates the degree {o which the direct
disbursements of a given function are offset by program receipts. Direct disbursements are those
clearly identifiable with a specific function. Program receipis include 1) charges o customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a
given function and 2) grants, confributions and interest on investments restricted {0 mseeting the
operational or capital requirements of a particular funclion. Property tax and other items not properly
included among program receipls are reported instead as general receipts,

Fund Financial Slalemenis — Separale financial statements are provided for governmental funds and
propritary funds. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements. All remaining governmental funds are
aggregated and reported as nonmajor governmental funds.

The City reports the following major governmental funds:

The General Fund is the general operating fund of the City. All general tax receipts and other
raceipts not aliocated by law or contractual agresment to some other fund are accounted for in
this fund. From the fund are paid the general operatling disbursements, the fixed charges and
the capifal improvement costs that are not paid from other funds.

- 148 -



CITY OF WAUKON
NOTES TO FINANCIAL STATEMENTS

Year ended June 3G, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

B. Basis of Presantation {continuad)

Special Revenue:

The Read Use Tax Fund is used o account for road construction and mainienance.

The Urban Renswal Tax Increment Fund is used to account for urban renewal projects
financed by tax increment financing.

The Local Option Sales Tax Fund is used to account for the City’s share of local option
sales tax collected and disbursed by the State of lowa.

The Debt Service fund is ulilized to account for the payment of interest and principal on the
City’s general long term debl

Capital Projects:

The S.E. Urban Renewal Project Fund is used 1o account for a revitalization project in the
southeast urban renswal area of the City.

The Weliness Center is used to account for a wellness construction project that will be
operated under a 28E arrangement.

The City reports the following major propristary funds:
The Water Fund accounts for the operation and maintenance of the City's waler system.

The Sewer Fund accounts for the operation and maintenance of the City's waste water
treatment and sanitary sewer system,

C. Mesasurement Focus and Basis of Accounting

The City maintains its financial records on the basis of cash receipts and disbursements and the
financial statements of the City are prepared on that basis. The cash basis of accounting doss
not give effect to accounts receivable, accounis payable and accrued items. Accordingly, the
financial statements do not present financial position and results of operations of the funds in
accordance with U.S, generally accepted accounting principles.

Under the terms of grant agreements, the City funds ceriain programs by a combination of
specific cost-reimbursement grants, categorical block grants and general receipls. Thus, when
program disbursements are paid, there are both restricted and unrestricled cash basis net assels
available to finance the program. it is the City’s policy o first apply cost-reimbursement grant
resources to such programs, followed by calegorical block grants and then by general receipis.

~ 20~



CiTY OF WAUKON
NOTES TO FINANCIAL STATEMENTS

Year ended June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Measurement Focus and Basis of Accounting {continued)

Proprietary funds distinguish operating receipts and disbursements from non-operating items.
Operating receipls and disbursements generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. All receipts
and disbursemenis not meeting this definition are reported as non-operating receipts and
dishursements.

. Budgets and Budgsiary Accounting

The budgetary comparison and related disclosures are reported as Required Supplemeniary
information. During the year ended June 30, 2007, disbursements did not excesd the amounts
budgeted.

NOTE 2 - CASH AND POOLED INVESTMENTS

The City’s deposits in banks at June 30, 2007 were entirely covered by federal depository insurance or
by the Siate Sinking Fund in accordance with Chapler 12C of the Code of lowa. This chapler provides
for additional assesaments against the deposiiories to insure there will be no loss of public funds.

The City is authorized by statute to invest pubiic funds in obligations of the Uniled Stales government, iis
agencies and instrumentalities; cerlificates of deposit or other evidences of deposit at faderally insured
depository institutions approved by the City Council; prime eligible bankers acceplances; cerlain high
rated commercial paper; perfected repurchase agreements; cerlain registered open-end management
investment companies; certain joint investment trusts; and warrants or improvement cerificates of a
drainage disirict.

Even though allowed by statute, the City's investment policy only allows the following: interest bearing
savings, money market, and checking accounts at any bank, savings and loan association or credit union in
the State of lowa. Obligations of the United Siates government, its agencies and instrumentalities and
certificates of deposit and other evidence of deposit at federally insured lowa depository institutions are
also eligible,

interest rate risk - The City's invesiment policy limits the investment of operating funds {finds expecied
be expended in the current budget year or within 15 months of receipt) in instrumenis that mature with 397
days. Funds not identified as operating funds may be invested in investmenis with maturities longer than
397 days but the maturities shall be consistent with the needs and use of the City.

- 2% -



CITY OF WAUKON
NOTES TO FINANCIAL STATEMENTS

Year ended June 30, 2007

NOTE 3 — BONDS AND NOTES PAYABLE

Annual debt service requirsments o maturity for general obligation bonds, urban renewal tax increment
financing revenus bonds and revenue notes are as follows:

Year ‘ General Chilgation
Ending Bonds
June 30, Lrincipal inferast

2008 313,382 § 242725

2009 280,890 227 B¥7

2010 293,098 213,811

2011 310,620 . 188,385

2012 323,264 184,229
2013 ~ 2017 1,340,554 735883
2018 - 2022 1,438,198 442,078
2023 - 2028 1,274,885 123,137

§ 5574701 § 2358913

Urban Renewal Tax

Year increment Financing (TiF)
Ending Revenue Bonds Total
June 30, Principal interast Principal interest

2008 &8 103870 § 8,678 $ 417082 § 251,40t

2009 107,920 4,424 388,810 232,001

2010 - - 283,098 243,811

2011 - - 313,620 198,395

2012 ~ - 323,264 184,229
2013 - 2017 : - - 1,340,554 725,863
2018 - 2022 - ~ 1,438,188 442 076
2023 -~ 2026 1,274,888 123,137

$ 211580 § 13100 $ 5788291 § 2372013

The Code of lowa requires principal and interest on general obligation bonds be paid from the Debt
Service Fund.

The urban renswal tax increment financing revenue bonds were issuad for the purpose of defraying a
portion of the costs of carryving out an urban renewal project of the City. The bonds are payable solely
from the income and proceeds of the Special Revenus, Urban Renewal Tax Increment Fund and the
faxes to be paid into the fund in accordance with Chapter 403.18 of the Code of lowa. The proceeds of
the urban renewal tax increment financing revenue bonds shall be expendsd only for purposes which
are consistent with the plans of the City's urban renswal area. The bonds are not a general obligation of
the City. However, the debi is subject to the constitutional debt limitation of the City.

~22 .



CITY OF WALKON
NOTES TO FINANCIAL STATEMENTS

Year ended June 30, 2007

NOTE 3 ~ BONDS AND NOTES PAYABLE (continued)

One general obligation bearer bond lssued in 1878 in the amount of $10,000 remains outstanding as of
June 30, 2007, Efforis by the Cily o asceriain the identity of the bondholder have not been successiul.

The Cily had agreed {o guarantee paymenis on a contract {o purchase tand by Waukon Economic
Development Corporation within the City’s urban renewal area. The contract was for fen years ending
December 1, 2006. The City had advanced $357,442. The City's guaraniee was up to $380,000.

NOTE 4 - PENSION AND RETIREMENT BENEFITS

The City coniributes to the lowa Public Employses Retirement System (IPERS), which is a3 cost-sharing
muttiple-employer defined benefit pension plan administered by the State of lowa. IPERS provides
refirament and death benefiis which are sstablished by siate slaiute lo plan members and bensficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be oblained by writing to IPERS, P.O. Box 8117,

Des Moines, lowa, 50308-8117.

Mast regular plan members are required © coniribule 3.70% of their annual covered salary and the City
is required io contribute 5.75% of covered salary. Certain employees in special risk occupations and the
City contribuie an actuarially determined contribution rate. Contribution requirementis are sslablished by
state statule. The City's contributions o IPERS for the years ended June 30, 2007, 2008, and 2005 were
351,500, 348,640, and $45,973 respectively, equal to the required coniributions for each year,

NOTE & - COMPENSATED ABSENCES

City employees accumulate a limited amount of earned butf unused vacation and sick leave hours for
subsequent use or for payment upon termination, retirement or death. These accumuiations are not
recognized as disbursements by the Cily until used or paid. The City's approximate liability for earned
vacation and sick leave termination payments payable 1o employees at June 30, 2007, primarily relating
to the General Fund, is as follows:

Vacation $ 38,088
Sick Leave 98,332
Total $ 135,280

Sick leave is forfeited if not used by the employes before terminagtion. Upon retirement an employes is
eligible for payment of 50% of the unused sick leave. This liability has been compuied based on rales of
pay in effect at June 30, 2007.

-923 -



CITY OF WAUKON

NOTES TO FINANCIAL STATEMENTS

Year ended June 30, 2007

NOTE & - INTERFUND TRANSFERS

The detall of interfund transfers for the year ended June 30, 2007 is as follows:

{enmral
Library
Self insurance
Ambuiance
Capital Equipment

Self insurance

Seif Insurance
Self insurance

Special Revanue
Urban Renewal increment
Urban Renewal Increment

Dabt Service
Debt Service

Capitat Projects
S.E. Urban Renewal Project

Wellnuss Cantar
Special Revenus-non major
Library Memorial
Wallness Center
Capital Projecis-non maior
Gundarsan Project
Sirget improvemants

Enterprisg
Water
Debt Retirerment
O & M Maintenance
Capital Equipment

Sewer
O & M Maintenance
Capital Eguipment

Tatal

Transfer In

% 21,594
6,132

5,500
237,331
270,557

1,380

2,588
3.564
6,132
$ 278,069

$ 7,561

k3 6,520
87,733

$ 104313

& 549

8.000

162
155,135
188,287

% 183,846

s 4,381
97,140
§0.000
15,000

oS 4,502
50,000
20,000

$ 88,509

_§ 1,657,848

General
General
General
General
General
Genaral
Seif insurance
Seif Insurance

Spacial Bevenus:
Road Usa Tax
Road Uss Tax

Urhan Renewal Increment
Lirban Renewal Increment
Urban Renewal Incremant
Urban Renswal Increment

Local Option Sales Tax
Capital Projacts

Weliness Center

Wellness Canter

Welingss Center

Special Ravenue-non major
Library Mamorial

Capital Projects-non major
Gundersen Projact
Capital Equipment

Enterprise
Water
Water
Waier
Waier

Sewer
Sewear
Sewer

Transfer QOut

$ 8,132
543

&,500

854

3,500

4,381

3.502

$ 30,228
$ 122528
1,380

$ 123908

$ 398205
47,793
182
171,423

5 Bo7.583

5 288408
§.520

38,000
302,828

o

§ 20,830

7561
111,303
118,384

§ 2.568
97 140
583,000
15,000

$ 1684708

$ 3,584
&0,000
20,000

$ 83,584

% 1,667,848

Transfers generally move resources from the fund statutorily required {o collect the resocurces to the fund

statuforily required 1o disburse the

resources.
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CITY OF WALIKON
NOTES TO FINANCIAL STATEMENTS

Year ended .June 30, 2007

NOTE 7 - RELATED PARTY TRANSACTIONS

The City had business fransactions between the Cily and City officials or employees tolaling $1,561
during the year ended June 30, 2007.

NOTE 8 - LEASES

The City leases space for squipment for wireless communication on top of City Hall for $120 per year. The
City received $120 during the year ended June 30, 2007,

The City in October 2002 entered into a 25 vear agreement io allow a Company the right 1o maintain an
antenna on the City's waler tower and other equipment on City property. In exchange the City would
receive fres high speed infernet connection e-mait for a cerlain number of computers located at City Hall,

NQOTE 8 - SELF FUNDING

The City has established a partiaily self funded group medical plan. The plan allows the Cily lower monthly
premiums for coverage in exchange for the polential of claims actually filed. If all the covered individuals
submilied the maximum claim to be paid by the City, the {otal would be estimated at $30,073.

NOTE 10 - RISK MANAGEMENT

The City Is exposed to various risks of loss related 1o torts; theft, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by the
purchase of commercial insurance. The City assumes liability for any deductibles and claims in excess
of coverage limitations, Settled claims from these risks have not exceeded commercial insurance
coverage in any of the past three fiscal years.

NOTE 11 - LITIGATION

The City has been named on several claims conceming worker's compensation and falis on Cily property.
The City attorney is of the opinion insurance coverage will cover the claims if needed except the deductible
which would not materially affect the City,

Since the local hospital is City owned, the City has been named as one of the parties o two medical
malpractice lawsuits. The lawsuit for one was dismissed in Seplember 2007 without any payments to the
party invoived. Howsver, the City may have some liability exposure for the other one. The trial for the
tawsuit is scheduled for November 2008.

NOTE 12 - SUBSEQUENT EVENTS AND COMMITMENTS

The City has committed 57,300 1o a regional revolving loan fund. Cities and counties in the area and the
federal government have commitied a total of $500,000. The funds will be used for economic devealopment.
After approval of an application the various govermnmental units will then submif their commitied funds. As of
June 30, 2007 no funds have been requested of the City,

The City has outstanding construction contracts of $2,125,687 at June 30, 2007. The cosls will be paid
from varipus revenue sources available {o the City.
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CITY OF WAUKON
NOTES TO FINANCIAL STATEMENTS

Year ended June 30, 2007

NOTE 13 - CONTINGENCIES

The City participaies in slale and federal assisied grant programs. The disbursement of funds received
under these programs generally requires compliance with terms and conditions specified in the grant
agreement and is subject to audit by the granior agencies. Any disallowed claims resulting from such audits
could become a liability of the general fund or other applicable funds. However, in the opinion of
management, any such disaliowed claims will not have a material effect on any of the financial siatements
of the individual fund types included herein or on the overall financial position of the City at June 30, 2007,

NOTE 14 - GENERAL FUND BALANCE

The City has designated $78,992 of the $388,037 General Fund balance o be available for equipment
replacement.
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Required Supplementary information



INN!

SOZCER'E 3 SOLEFSL $OS9LeZet 3 C4E%lZG & - ¢ CIOETEL § 98zuBsE ¢
LOBG0P LBQ'EEYE ABRBSY'Z §61°988°C - 984612 ZI'ep9L
posgy'e  {zes'oet’y)  (FEL8RVL) Z4LUSER - 9BTELE EFLELT
o005y 4 4000y’ 000'0%P' 2 (00'N0ET 1G4 By ZOR'S
¥08° L0 {ges'opssy  (Zeigus’es  {(aze'swg'y) 5EG'G0L {£oe pea'i)
(661 488')) 916918 ZRLBYLE £862889 528'899 8rL peG'S
{405 4TE) Z2R'086 ZZR'966 583299 - SER"G00 -
{L22'8B0°L) 019'588'y 0L8'sBZY §59'902% - - 855'302'C
{56408} LG4 CF LOL'CHS 9065y - Q06'EGP
{ogs'zzL} OPEPoE Ove'FoE 1812 - - PLLAYT
(165'24) OFB'eEL OrE'gE syE'sy - vE'sh
{oB2'or) Lot FARWA TS £ZEO8Y - - Oy
{o00's) D06 0006 - - - -
{B81'401) G12'588 62588 095’844 - - 095844
(116'%2) 204657 20L'65¥ LBLVEY - - 8L PEY
S04Lvl Q5Y 206y 0GP 294y S PO - 0i8' VL GRLGE6'E
{9581 19) 008094, DOH'OFL P86 PEL - La5't £8E'0CH
{2£5'61} DOQ'ET 000’2 £9P°¢ . - cab's
L0680 00L'SES 001'SE6 100290t - L5P°962 Ore 682
BT AR TS 988051 9ER'0S L 298 16¥') - - A R~
026’482 SYGAE SYGLE GOY'528 - PAZ o) £2L218
{868) 009'L1 QUg'tL $08° 1) - - Ry SR
¥3L'EY 25Y'88¢ £5P'R87 LPe0sE - LYQ'0SE
(K= A U0 LiY QU L b LO5TGy - - L85 S5y
6691 £ 108§ zZyioes o Ligies 3 - 3 - 3 LiR'ies £
ROUBE A puid mmchtO {2104, Umummuvnm 89 M Ry Bmuu{

123204 Y SWNDUY ﬁmwmmﬁsm uw.:zgm pie] 3] SRUNY SN

O jeit SRS 8897 Asjoudold  [BISUILIRADE)

£00F ‘08 aunp papus Jead 8y} i) DUB O SY

NOUYINHCOANT AUVINIWNG 1ddNS 3NN

SONME AHY L3008 ONY SONND TYLNSRNSGIAQD TV

~ {SISVE HSVD) WRLOY ONY 139008

- SIONYIVE NI STONYHO ONV "SLNIWASHNESIA 'S1di303H 40
FHIAFHOS NOSIHVINQD AdvLi30aNg

NCANYA 40 ALKD

‘podss s soppne juspusdspu; Bulluedwonaie 9ag
188k 40 pus ssouBjRg
Jesd jo Buuwboyg ssoueieg

sosr Buntien) BUI0 DUB SUSLUSSINGSID (J8pun} JeAs
$a26n05 BUHoUBUY JBU0 puR SI01I908E J0 $ER0XY

18U ‘SEIN0S BUnUBLE ISUID
BUBWISSNGSID (3opun) Jea0 $10i8904 JO $890XY

SIUSWSSINGSIE BI04,

SRHAIOR S04} SSSLISIH

syoafoud jeude

SUAIES I8

SIS feraung)

HaLAOPABE SIUCUOTE PUB AHUNUIIOC)

LOREBI08. PUE BINRND

SEOIAIES [2I00S DUE LESH

SUIGM DN

Aljes ang
SHUSLISINASIC

S)HBDas o
SNOBUSHBISIA
[WHUSEESSE [E1oadS
30,ds Jof seleyn
s usAcBisiy
Auadoid pur ASUOUL 0 930
suwsd puR SSSUBIY
X8 ARD SIS0
SU0S3R0S BUISUBUY WUBWIBISUL XB 1,
Xy AUBA0I

51chind9y



CITY OF WAUKON

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION ~
BUDGETARY REPORTING

June 30, 2007

The budgetary comparison is presented as Required Supplementary information in accordance with
Governmental Accounting Standards Board Statement No. 41 for governments with significant budgetary
parspective differences resulting from not being able to present budgetary comparisons for the General
Fund and each major Special Revenue Fund.

in accordance with the Code of lowa, the City Council annually adopts a budget on the cash basis foliowing
required public notice and hearing for all funds except internal Service Funds and Fiduciary Funds. The
City had no infernal Services or Fiduciary Funds for the year ended June 30, 2007, The annual budget may
he amended during the vear ulilizing similar statuiorily prescribed procedures.

Formal and legal budgetary control is based upon ten major classes of disbursements known as functions,
not by fund or fund type. These ten functions are: public safety, public works, health and soclal services,
culture and recreation, communily and economic development, general government, debt service, capiial
projects, business fype activities and non-program. Function disbursemenis required o be budgeled
include disbursements for the General Fund, Special Revenue Funds, Debt Service Fund, Capital Projects
Funds and Propristary Funds. Although the budgst document presents function disbursements by fund, the
legal level of confrol is at the aggregated function level, not by fund. The City did not need to amend its
hudget during the year.

The City did not exceed amounts budgeted.

.28 -
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Schedule 4

CITY OF WAUKON

SCHEDULE OF RECEIPTS BY SCURCE AND DISBURSEMENTS BY FUNCTION -
ALL GOVERNMENTAL FUNDS

Years ended June 30,

2007 2006 2005 2004
Receipts
Property tax $ 831,811 § 853693 § 617948 § 812,004
Tax increment financing collections 452,581 448,923 853,627 589,101
Other city fax 350,641 286,452 326,081 301,291
Licensss and permils 11,301 14,683 8,128 19,143
Use of money and property 312,123 82,703 37,316 29,745
Intergovernmental 1,451,862 384,135 398,854 472,824
Charges for service 285,540 288,470 294,924 281,507
Special assessmenis 3,483 5,464 5,830 15,182
Miscellaneous 130,383 295 087 196,740 124,788
Total $ 3,920,785 $ 2670610 § 2540457 § 2655483
Disbursemeanis

Operating
Public safety $ 434,797 $ 438537 & 308270 $ 528,815
Public works 778,560 550,421 544 427 465,948
Health and social services ~ 8,000 8,000 9,000
Culture and recreation 420,223 422,883 358,213 384,617
Community and economic development 438,348 44,269 43,574 60,585
General government 241,774 246,945 208,344 220,088
Debt service 452,908 377,036 188,716 737,950
Capital projects 3,208,539 1,807 830 1,470,751 708,056
Total $ 5,584,148 $ 38697021 53,131,285 § 3,114,071

See accompanying independent auditor's report.
-32.
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

-~ To the Honorabls Mavor and
Members of the City Coungil

We have audited the accompanying financial statements of the governmental activilies, the business type
activities, each major fund and the aggragate remaining fund information of the City of Waukon, lowa, as of
and for the vear ended June 30, 2007, which collectively comprise the City's basic financial siatements
listed in the table of contents and have issued our report thereon dated February 27, 2008, Our report
exprassed an ungualified opinion on the financial stalemenis which were prepared in conformity with
another comprehensive basis of accounting. We conducted our audit in accordance with U.S, generally
ascepted auditing standards and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptrolier General of the United States.

Internal Control Qver Financial Reporting

in planning and performing our audit, we considersd the City of Waukon's infernal conirol over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing our opinion on the effectiveness of the City's
internal control over financial reporting.  Accordingly, we do not express an opinion on the effectiveness of
the City of Waukon's conirol over financial reporting. :

Cur consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in intarnal controf over financial reporting that we consider (o be significant
deficiencies and other deficiencies we consider {0 be material weaknesses.

A conirol deficiency exists when the design or operation of the control does not allow management or
empicyees, in the normal course of performing their assigned funclions, {o prevent or defect misstatements
on a timsly basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the City’s ability {0 initlate, authorize, record, process, or report financial data reliably in
accordance with an other comprehensive basis of accounting such that there is more than a remote
lkelihood & misstatement of the City of Waukon's financial siatements thal is more than inconsequential will
not be prevented or delected by the City's internal control. We consider the deficiencies in internal control
descrived in Part ll of the accompanying Schedule of Findings 1o be significant deficiencies in intarnal
control over financial reporting.

A material weakness is a is a significant deficlency, or combination of significant deficiencies, that resulis in

more than a remote fikelihood a3 material misstatement of the financial statements will not be prevented or
detected by the Cily's inlernal control.

511 W, Water St. / Box 403 » Decorah, 1A 52101 » $63-382-8471 « Fax 563-382-8473 » hagenkallevang? @netins.net

19 a1 Ave, N.W. / Box 139 » Waukon, 1A 52172 » 563-368-4567 » Fax 563-568-4565 « hagenkallevang @netins net



Cur consideration of the internal control over financial reporting was for the limiled purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies and, accordingly, would not necessarily disciose ali significant
deficiencies that are also considered o be material weaknesses. However, of the significant
deficisncies described above, we belisve items -A-07and H-B-07 are material weaknesses.

Compliance and Other Matters

As part of oblaining reasonable assurance about whether the City of Waukon's financial statements are
free of malerial missiatement, we performied lesis of ifs compliance with ceriain provisions of laws,
regulations, confracts and grant agreements, non-compliance with which could have a direct and
material effect on the delermination of financial statement amounis. However, providing an opinion on
campitance with those provisions was not an objective of our audit and, accordingly, we do nol express
such an opinion. The resulls of our iests disclosed no instances of non-compliance that are required o
be reported under Government Auditing Standards. However, we noled cerfain immaterial instances of
non-comphance or other matters that are described in Part il of the accompanying Schedule of
Findings.

Comments involving statutory and other legal matters about the City's operations for the year ended
June 30, 2007 are based exclusively on knowledge oblained from procedures performed during our
audit of the financial statements of the City. Since our audit was based on tesis and samples, not all
fransactions thal might have had an impact on the comments were necessarily audiled. The commenis
involving statutory and other legal matiers are not inlended o constitute legal interpretations of those
siatutes.

City of Waukon's responses o findings identified in our audit are described in the accompanying
Schedule of Findings. While we have expressed our conclusions on the Ciy's responses, we did not
audit the City's responses and, gocordingly, we express no opinion on then,

This report, a pubiic record by law, is intended solely for (he information and use of the officials,
employees, and citizens of the City of Waukon, and other parties {o whom the Cily of Waukon may
report including federal awarding agencies and pass-through entities. This report is not intended {¢ be
and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance exiended {o us by parsonnel of City
of Waukon during the course of our audit, Should you have any questions concerning any of the above
matters, we shall be pleased o discuss them with you al your convenience.

February 27, 2008



CITY OF WAUKON
SCHEDULE OF FINDINGS

Year ended June 30, 2607

Part |- Summary of the Independent Auditor's Resulls

a. An unqualified opinion was issued on the primary government financial statements which were prepared
on the basis of cash receipis and disbursements, which is a comprehensive basis of accounting other
than U.8. generally accepled accounting principles.

b. Significant deficiencies in internal control over financial reporting were disclosed by the audit of the
financial statements, including material weaknesses.

¢. The audit did not disclose any non-compitance which is material to the financial statements.

d. A Single Audit was not necessary since Federal funds sxpended during the year were less than
$500,000.

Part H: Findings Relaled {o the Financial S{atements

Significant Deficiencies

H-A-07

Segregation of Duties - The City is not large enough lo permit an adequate segregation of duties
for an effective system of internal control. The concentration of closely related duties and
responsibilities such as the handling of cash recsipts and disbursements, recording of the cash
fransactions and preparing various reports by a smal staff makes it impossible to establish an
adequate system of aulomatic checks for good internal control. Also as a resull, there is g higher
risk that errors or irregutarnities could occur and nol be detecied within a timely period.

Recommendation - We realize this condition will be difficult {o improve on. However, we do believe
it is imporiani that councii be aware this condition does exist and make changes when appropriate
and cost sffective.

Response ~ The City continues 1o work on this.
Conclusion - Response accedied

H-B-07
Preparation of Financial Statements — The Mayor, Council members and management share the
uitimate responsibility for the City’s financial statemenis including the fooinote disclosures and
supplementary information even though Hagen and Kallevang, P.C. is engaged {o assist with the
preparation of them. While it is acceplable to cutsource varicus accounting functions, the
responsibility for internal conirol cannot be oculsourced. Also, Hagen and Kallevang, P.C. as the
independent auditor cannot be considersd parl of the Clly's internal control system. The City
hias implemented procedures (o prepare the financial stalements and disclosures but has not
inttialized review aids, such gs a disclosure checklist, and may not have monitored recent accounting
developments {0 the extent necessary 1o provide a high level of assurance that financial statement
omissions or ather errors would be identified and corrected.

. 35.



CITY OF WAUKON
SCHEDULE OF FINDINGS

Year ended June 30, 2007

Recommendation — We recommend that sufficient financial statement and disclosure review
procedures be performed by an individual processing a thorough understanding of the accounting
principais apphoable o the City's financial reporting. Also i's aciivilies and operations, The individuat
can become knowiedgeable through reading relevant accounting literature and atfending professional
education course.

Response - The City of Waukon will look into this recommendation and evaluaie our staff as to
performing these procedures and will also consider outsourcing.

Conclusion ~ Response accepied

H-C-07 ,
investment income - The City opened a new back account to account for the transactions related {o a
capital project. However, the interest earned on the account did not get inciuded in the monthiy
reasurer’s reporl

Recommendation - We recommend the interest earned be recordad in the monthly reports.

Responss - The City is including the inlersst in the monthly reports.

H-0-07
Timely Deposits - Fees from use of camp grounds arg not deposited timely.

Recommendation - We also recommend for better accountability and financial control, deposiis need to
be done limely.

Response -~ The City agrees with this recommendation and has informed the Park/Recreation
Commission and management that deposits shouild be made daily.

Conclusion - Response accepled

H-E-07
Financial Reporting - During the audit, we noled the allocation of the utility tax replacementi excise
tax from property {axes was misposted. Adjusiments were subsequently made by the City o properly
report the amounts in the City's financial statements.

Recommendation - The City should implement procedures 1o ensure the allocation is properly
recorded during the year.

Congclusion - Response accepted

instances of Non-Compilance
Ne matiers were noted.



CITY OF WAUKON
SCHEDULE OF FINDINGS

Year ended June 30, 2007

Part li: Other Findings Related (o Siatutory Reporting

H-A-G7
Certified Budget - Disbursements during the year ended June 30, 2007 did not exceed the
amounis budgeted.

Hi-B-07
Questionable Disbursemenis - No disbursements that we believe may nol meet the requirements of
public purpose as defined in an Attorney General's opinion daled April 25, 1878 were noled.

H-C-07
Travel Expense - No disbursements of money for travel sxpenses of spouses of officials or employess
wers noted. However, we did note a travel reimbursement {0 an employes included $7.10 for
alcoholic beverages.

Recommendation - The City should remind employees that they will not be reimbursed for such in the
future. The employes should reimburse the City for the above amount. Also the Supervisors need o
review reimbursement requests more closely for items not allowable,

Response - Supervisors have been told (o remind employees that they will not be reimbursed for non-
allowable items and will review more closely items before authorizing payments. The City has
collected the $7.10 from the employee.

Conclusion -~ Response accepted
Hi-D-07

Business Transactions - The following business transactions between the City and City officials or
employeas were noted:

Name, Title, and Transaction

Business Conneclion Description Amount
Diane Sweeney, Cily Clerk

Husband owns Sweensy Qi Fuel & O $ 1,381
Ellen Krousie, employes Honorarium 100
Chris Kerndt, employee Honorarium 100

in accordance with Chapter 362.5(10) of the Code of lowa the transactions with the related parties
do not appear 1o represent a conflict of interest since {otal iransactions with each were less than
$1.500 during the fiscal year.

Hi-E-07
Bond Coverage - Surely bond coverage of City officials and employees is in accordance with
statutory provisions. The amount of coverage should be reviewed annually to insure that the
coverage is adequate for current operations.

- 37 -



CITY OF WAUKON
SCHEDULE OF FINDINGS
Year ended June 30, 2007
H-F-07

Council Minutes ~ No transactions were found that we believe should have been approved in the
Council minutes but were not except for the purchase of a2 vehicle in the amount of $19,800.

Recommendation -~ The Cily should ensure large purchases are authorized and documented as
reguired.

Cenclusion - Response accepted

HI-G-07
Deposits and Invesiments - No instances of non-compliance with the deposit and investment
provisions of Chapter 128 and 12C of the Code of lowa and the City’s investment policy were notad
gxcept one time cerdificale was not earning the minimum inferest rale.

Recommendation - Recommend the City contact the local bank and request the proper amount
less what has already been received.

Conclusion - Response accepted

H-H-G7
Revenue Bonds -~ The City was in compliance with its bond resoiutions,

- 38 -



